Navigating the Future of
Government Contracting:

Capital Edge Takeaways from the
2024 Deltek Clarity Study
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Established in 2010

Headquartered: National Capital Region
Incorporated: Delaware

Employs 50+ professionals

Actively supports 200+ clients per year

Recognized nationally and regionally:
* Inc. 5000 3X
* Inc. 5000 DC Metro: 2020
* Washington Business Journal Fastest Growing
Companies: 2020

Go-to-resource for Government Contracting
Compliance Expertise

Go-to-resource for Government Contracting
Compliance Public Training
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Value Proposition

As the largest consulting firm-of-its-kind, Capital Edge assists government contractors and federal
grant recipients in navigating regulatory and contractual compliance across all industries that
serve local, state and federal government. We are singularly focused on delivering proven
excellence, successful outcomes and outstanding client experiences.

SINGULAR
FOCUS

Helping federal
government
contractors solve
complex business
problems using
established and

proven methodologies.

Cohesive,
entrepreneurial culture
where people are our
most significant asset.
Backgrounds include

DCAA, DCMA, Industry,

and Consulting.

Proven excellence

recognized by client
retention and
references. Agile and
adaptable, providing
personalized service.

Comprehensive
services for a wide
range of industries

across both defense
and civilian federal
agencies.

Expert instructors in
high-demand on a full

spectrum of government
contracting topics.
Prominent in
professional and industry

associations. 4



Who We Work With

All entities receiving Federal funding

Services, Products, and
Construction

Start-up to Multi-Billion
Dollar Annual Revenue

Zero to 100% Federal
vs. Commercial

Established and
New Contractors

AWARD TYPE
DoD and all Civilian Grants and all Contract
Agencies Types both Prime & Sub




The Solution Model

Organizational

Strategy

Compliance

Accounting
& Finance

Contracts &
Supply Chain

Mergers and Acquisitions
Business Strategy
Transformation Planning
GovCon Market Entry Support

Federal Acquisition Regulation (FAR)

Agency FAR Supplements

Cost Accounting Standards (CAS)
OMB Uniform Grant Guidance
Forensic Contract Reviews

Incurred Cost Submissions
Indirect Cost Rate Structures
Provisional & Forward Pricing Rates
Termination Proposals

Contract and Grant Support
Transformation Planning
Proposal Support

Purchasing Support (CPSR)
Disputes and Litigation Support
Earned Value Management (EVM)

« Isolating Government Business
from Commercial Business

* Post-Merger Integration

* Business Process Improvement

« DCAA, DCMA, IG, DOE and other
Civilian Agency Audit Support

* Business System Reviews

« Cyber Security

« Exposure Analysis

» Cost Accounting Standards (CAS)
» CASB Disclosure Statements
» ERP Package Support

* Cost Proposal Development

» Cost and Price Analysis

e Commercial ltem Determinations
» Equitable Adjustments

» Small Business Subcontracting

* GSA Schedule Support




Clarity Study




Deltek.

Clarity 2024:
Government

Deltek Clarity

About the Study

»

»

»

»

»

15t year of Clarity GovCon in U.S.
600+ respondents

11 primary industries

Based on 2023 fiscal data

Companies were divided by revenue into
the following categories:

o 18% Less than $20 million »<

o  16% $20 million to $49.9 million

o 63% More than $50 million

#DeltekClarity

CONFIDENTIAL © Deltek, Inc. All Rights Reserved.



Today's Clarity Focus Areas

Al
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Market Finance & Contracts & Looking
Conditions Compliance Supply Chain Ahead
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Positive growth and optimistic
projections, along with
diversification strategies and
technology investments to
overcome challenges, result in
confidence for the year ahead.

Deltek Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved 1 0




Contractors’ Outlook 1s Optimistic for 2024

» This year’s GCCI calculates to 142.8, Government Contractor
which represents a slight decrease Confidence Index (GCCI)
from last year but still higher than pre-
pandemic numbers. 100

» Post-Pandemic world and Economy
still brings challenges and
opportunities

» Fierce competition for funding and both

people and resources 200

» Small businesses are more vulnerable
to challenges

Deltek Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 1 1



Today’s Reality for Government Contractors

®

Budget Uncertainty & Rising
Costs
Budget appropriations, global and

political unrest, inflation, cost of
goods, election uncertainty

o
gt

Increased Competition

Contract Consolidation, Category
Management and GWAC/MAC
Environment

ol

Small Business Support

Increased scrutiny of SMB health
and SBA 8(a) program, emphasis
on SBIR/STTR Phase 3

o

Workforce & Labor Market

Federal workforce challenges,
talent gaps; diversity, equity,
inclusion and accessibility (DEIA)

&

Cybersecurity & Supply Chain

CMMC, FedRAMP Compliance,
FAR Part 40 for Cybersecurity
Supply Chain Requirements

Artificial Intelligence

Anticipated Spending Growth,
Al Executive Order (EO),
Al Acquisition Measures

Deltek Clarity

CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 1 2



Slide 12

GHO Polling Question:

What are the most impactful challenges your business is facing in 2024?
(Select all that apply)

-Rising costs/Inflation

-Greater competition due to contract consolidation

-Supply chain instability

-Workforce and Talent Shortages

-Others
Gene Hansen, 2024-06-06T20:55:29.456



2024 & 2025 Federal Spending Outlook

Federal Spending

Top Set-Asides

Technology

2024 Discretionary Budget
> Total: $1.8T

> Defense: $842B

> Civilian: $942.4B

2025 Discretionary Budget
> Total: $1.7T

» Defense: $849.8B

> Civilian: $899.6B

SB SET-ASIDE $2338

NO SET-ASIDE $228B
8(a) SOLE SOURCE $50B
SERVICE $478

DISABLED VETERAN

8(a) COMPLETED $388

YV V V V VYV

Artificial Intelligence

High Performance Computing
Quantum Information Systems
Robotics

Advanced Comms Tech
Biotechnology

Deltek Clarity
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Trend to Watch: Preference for GWACs/IDIQs

Contract consolidation continues Change in Revenue from
to limit opportunities on preferred IDIQ/GWAC Contracts
contract vehicles.

Concerns about the ability of

small businesses to gain positions

on and compete for work on _
preferred GWACs continue into T .
FY 2024. —

Decreased Decreased Stayed the same Increased Increased Prefer not to
significantly ~ somew hat omewhat significantly answer

DEItek Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 1 4



Strategic Teaming is Key to Overcoming Competition

Why? What You Can Do
» Despite increased spending, » Understand requirements as early as
there are fewer awardees. possible in the procurement cycle
» Improving teaming is a top small » Strengthen partnering and teaming
business strategy for standing out. methods
» Getting partner strategy correct is » Expand portfolio into other
critical to diversity of business government agencies

Deltek Clarity © Deltek, Inc. All Rights Reserved. 15



Finance &
Compliance

Profit/Loss Margin and Growth Rates (Median)

o 12%

10%
Profit margin reported by
Small Businesses in 2023

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

e Profit/Loss Margin Growth Rate

Deltek Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved 16



Initiatives to Address Financial Challenges

Better qualification of the profitability potential for new opportunities
Investing in business intelligence (uniform KPIs across the business)
Diversifying financial sources

Implement a new project accounting solution

Better focus on billable and non-billable utilization

Teaming more with other contractors

M&A exploration

Increase internal audit resources including applications and people
Hiring Freezes

Reduction in Employee Compensation Packages

OTHER resolution

]

N
X

17%

50%

35%

31%

29%

29%

26%

26%

26%

N
B
X

Deltek Clarity
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Inflation Impacting Labor and Goods

Costs Impacting Business The Most In 2024

Labor

Cost of goods

Cost of supply chain risk

Interest rates

Compliance

14%

14%

10%

19% 14%

21% 15%

20% 24%

19%

13% 16% 27%

B Ranki M Rank2 M Rank3 M Rank4 M Rank5

n%

10%

Deltek Clarity
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Addressing Audit Challenges

Top 3 Audit Challenges

Strategies to Address Audit Challenges

Billing . .
Investing in business systems training

Consultant fees {incluing kgal|

Corelucting Inkernad awdis

Intermal control systems ;
Indirect rates # aw Haring Bethe r qualfiedfsxperenced people

Labar and timekes ping Reenginpering business process

chae Comprarce | S
res Inwesting m purpess-buih anplications
FARFDFAR clauses on combracts ard sufkontracts 1% {0 L%

CAS compiance

Laveraging Al

P -awadd Cost SIROUNTRE Fyatam Aszigning dedicated resowmes

Ewecifive comipe neation Irvesting in regulatony training

rllmelii ereity Hirkng & thind party o dssiet in compliance and &udits

IMa&R Compdance )
Woving bo a commgliant doud erdronme nt
Bapus and ather incentives

Olstaining hisinss systems validations

ST Compliance
MIMIAS

]

OTHEN chafienge
o4 5% 1% 13% an% 5% 0%

mEankl mEank: mAaek 3

DeItEK Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 1 9



Slide 19

GHO Polling Question:

Has your business seen an uptick in government audits?
-Yes
-No

-About the same as past years
Gene Hansen, 2024-06-06T20:46:58.123



Deltek Clarity

Most Impactful
Compliance Requirements

1. Cyber (CMMC 2.0 and Cyber Security
Executive Order)

2. Diversity and inclusion requirements

3. Supply chain security and resiliency and
By American Act provisions

4. Small business contracting regulations

5. Climate resilience and sustainability
initiatives

6. Achieving DCAA accounting compliance

CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 20



Contract
Management & Top 3 Supply Chain Challenges
Procurement

Cost of goods sold
. Supplier instability
The government contracting
industry presents unique Talershorage
challenges in contract
management and procurement, Supply chain security

but respondents report being up
to the task. Shortening cycle times

Contract flow down to subcontractors

6 O % LEAN initiatives

Are confident in addressing
complex contract requirements

M Rank1 M Rank?2 M Rank3

Deltek Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 21



Factors Contributing to CPARS Standing in 2023

49% 49%

40%
35%

0,
30% 28%

23%

2%
[
Better software Better control Teaming Better Opportunity Capture Different Other factor
&solutions of cost and compliance pipeline strategy strategy development
schedule with contract / types of and
management requirements contracts implementation

methodologies

DeItEK Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved.

22



Government contractors are focusing
on areas of agility that allow them to
shift gears in response to changing

market dynamics, such as
diversifying their products and
services and investing in new
technology like Al.

Deltek ClElI’ity CONFIDENTIAL © Deltek, Inc. All Rights Reservec 1 23




Rise of
Artificial
Intelligence

Top 3 Technologies Prioritized for Investment

Artificial intelligence and machine leaming
Cybersecurity technologies

Data management and integration tools
Business automation solutions

Cloud infrastructure

Project or resource management tools
Market intelligence and research solutions
Performance management solutions
Customer experience applications

Talent acquisition and onboarding solutions
Supply chain collaboration tools
Accounting and finance solutions

Employee experience solutions

15% 10%

M% MM% 10%

10% 12% 10%

8% 10% 8%

9% 6% 8%

7% 6%

)
S

6%
6%
5%

7% 8%
7% 7%
8% 7%

8% 6% 5%

5%

6% 8%

5%
4%

B Rankl

6% 6%
5% 6%

B Rankz M Rank3

8%

Deltek Clarity
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Strategies for Growth

Developing new capture strategies

Focusing on strategic teaming initiatives
Implementing strategies to attract top talent
Strategic M&A activities

Implementing Al capabilities

Investing more in business development tools
Investing in compliance certifications and governance
Pursuing more GWACs and MACs

Investing in government compliant business and financial systems

Specify

19%

15%

14%

12%

12%

10%

7%

6%

4%

Y
X

Deltek Clarity
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Wrap-Up - Trend Spotting

Reengineering business processes
continues to be an area of focus,

@%
.
.M

Al is gaining traction and will
increasingly impact the industry.

Deltek Clarity

2
-0 —

Competition for talent continues to present
challenges across functions.

Overall strong performance and positive outlook,
led by the largest companies in the industry.

CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 26



Call to Action

» Get ahead of audits — systems, processes, policies & procedures

» Establish policies and procedures, security models, and data discipline to prepare for the
deployment of Al

» Understand customer agency’s posture on the use of Al

» Review and understand your cost structure and implications on your business decisions

Deltek Clarity CONFIDENTIAL © Deltek, Inc. All Rights Reserved.
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Slide 27

GHO Polling Question:

What steps is your organization focusing on to increase compliance?
-New systems

-Updating or enhancing existing systems

-Process improvement

-Training

Gene Hansen, 2024-06-06T20:59:50.183



Deltek. Clarity

Additional Deltek Resources

»

»

»

»

»

Learn more about the Deltek Clarity Study

Download the Report

Level-Up your Government Contracting knowledge with
Deltek’s GovCon University

Guide to Small Business Government Contracts

How Deltek Costpoint Supports Government Compliance

Requirements

CONFIDENTIAL © Deltek, Inc. All Rights Reserved. 28



CONTACT US

CORPORATE HEADQUARTERS
8200 Greensboro Drive

Suite 1400

Mclean, Virginia 22102

info@capitaledgeconsulting.com

www.capitaledgeconsulting.com

National Satellite Offices

Phoenix, AZ - San Diego, CA - Philadelphia, PA
San Francisco, CA - Denver, CO - Atlanta, GA
Melbourne, FL - Tampa, FL - Dayton, OH
Pittsburgh, PA - Nashville, TN - Dallas, TX

%/) CAPITAL EDGE




SCAN THE BARCODE TO ACCESS
CAPITAL EDGE CONSULTING RESOURCES

- Checklists - Guides - White Papers -
- Articles - Complimentary Webinars -
- Regulatory Updates - Newsletters -
- Upcoming Events & Training -




